Purpose: The most important feature of modern corporations is the separation of investors' ownership and managers' control. With the development of modern corporate system, principal-agent problem has been replaced by the agent problem between large shareholders and small shareholders gradually. The reform of rights and interests started from April 30, 2005 is aimed to realize the convergence of the interests of shareholders, improve the corporation management and reduce the controllers' private benefits. However, with the strengthening of market mechanisms large shareholders possibly grab private benefits by means of multiple controls of corporation and the secondary market. According to statistics, by the end of 2012, more than 95% of the original state-owned listed company completed the reform of rights and interests. With the banning of non-tradable shares has been relieved, China capital market starts to embrace the new era of full share circulation, which could further aggravate big shareholders encroaching upon small ones. Therefore, the purpose of this paper is to provide an approach to study the large shareholders behavior after the Non-tradable Share Reform especially from the view of Related Party Transactions.
Introduction
An increasing number of studies show that publicly listed firms around the world have a concentrated ownership structure (Porta, Lopez-de-Silanes, Shleifer & Vishny, 1999; Claessens, Djankov & Lang, 2000) . Corporate ownership is concentrated in the hands of the controlling shareholders (Faccio & Lang, 2002) or the large shareholders. In such a concentrated ownership environment, the agency problem (Shleifer & Vishny, 1986) arises from the conflicts between the controlling and minority shareholders, particularly when the voting rights of the big shareholders exceed their cash-flow rights (Bozec & Laurin, 2008) . Thus, the existence of investors with high ownership stakes may not lead to firm value maximization. The divergence between the controlling shareholders' voting and cash flow rights motivates the controlling shareholders to expropriate firm resources to pursue their own interest, thereby undermining the firm performance and minority shareholders' interests (Claessens et al., 2000) . In this circumstance, there is likely to exist a related party transaction. Although a number of -975-Journal of Industrial Engineering and Management -http://dx.doi. org/10.3926/jiem.778 definitions exist, RPTs are generically regarded as transactions between a company and related entities such as subsidiaries, affiliates, principal owners, officers, and directors (D'Souza, Ramesh & Shen 2010) . Academic literature has long been interested in the relationship between firm performance and RPTs (La Porta, Lopez-de-Silanes, Shleifer & Vishny, 2002) .
With regard to the means used by the large shareholders to expropriate (tunnel) firm resource, Johnson, La Porta, Lopez-de-Silanes and Shleifer (2000) claimed that the large shareholders could use self-dealing transactions such as asset sales and contracts with advantageous transfer prices as a means of tunneling. Besides, Cheung, Rau and Stouraitis (2006) suggested that certain RPTs such as asset acquisition, asset sales, equity sales, trading relationships and cash payments are a priori likely to result in expropriation of minority shareholders' interest. Jian and Wong (2004) demonstrated that when listed companies have more cash, they will provide generous credits to related parties (RP). These above-mentioned self-dealing or connected party transactions are referred to as RPTs in the field of accounting.
Additionally, the view of potential expropriation, a positive view of RPTs also exists (Jian & Wong, 2004; Cheung et al., 2006) which considers them as transactions conducted during the proper course of business to enhance the efficiency of an organization by minimizing transaction cost through strong business ties. Listed companies can employ this type of "strategic" RPTs to achieve performance goals by reducing transaction costs (Khanna & Palepu, 1997) . These two opposing perspectives make the issue of whether RPTs benefit firm performance debatable.
Recently, some scholars also pay a lot of attention to the situation of China since the Non-tradable Shares Reform. In April 2005, the China Securities Regulatory Commission (CSRC) promulgated the notice relevant to pilot reform on the segmented shares structure of listed companies as part of its efforts to promote improved corporate governance and stronger capital markets. The notice was intended to reduce the disparity in earnings between tradable and non-tradable shares, ensuring that all of the shareholders in a given company had a common interest. Based on 234 listed companies' data from to 2006 , Hong (2008 make an empirical study on impacting factors on ordinary RPTs before and after the reform of share rights splitting. By using the connected transactions of listed companies from 2004 to 2008 ， this paper finds that the largest shareholder will reduce the interest occupy of listed companies and small and medium share-holders after the reform and the effect of reform is initially manifested (Liang & Yilong, 2011) .
In short, the existing literature on large shareholders behavior selection and RPTs studies seldom connected the effect of Non-tradable Shares Reform. The aim of this paper is therefore to explore the large shareholders' behavior from the perspective of RTPs since the Non-tradable Shares Reform.
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The remainder of this paper is organized as follows. Section 2 introduces relative theory and outlines our hypotheses. Section 3 presents the data source and empirical design. Section 4 discusses the empirical results. Section 5 concludes the paper.
Theory and Research Hypotheses
For a long time, empirical evidence has shown that widely held firms are not the norm in most countries. In a ground breaking study, La Porta, Lopez-de-Silanes, Shleifer and Vishny (1999) show that in many countries outside both the United States and the United Kingdom, companies tend to be owned by controlling shareholders who possess a substantial proportion of voting rights and enjoy almost total control over the firm's operations. For these companies, the agency costs do not result from the traditional conflict between outside shareholders and managers. Instead, the costs are caused by the conflict between large shareholders, who control the firm's assets, and minority shareholders, who provide financing but run the risk of expropriation (Grossman & Hart, 1988) .
In markets with disperse ownership structure, the conflicts of interest between disperse investors and executives are the principal conflicts. Because the costs to monitor executives directly are extremely high for disperse shareholders, they either align the interests of executives with them through incentive contracts or choose "voting by foot" through the market for corporate control. In contrast, the costs to monitor board for large shareholders are low thus they have enough incentives to monitor board directly and alleviate the opportunism problem thereby. So the presence of a controlling shareholder would be beneficial to disperse minority shareholders in the respect of monitoring executives. Minority shareholders played as free riders may entrust large shareholders to monitor executives for them. However, there is no free lunch. Large shareholders' self-interest and opportunism would lead to rent-seeking.
They would expropriate disperse investors by their controlling and informational advantages.
The stronger for the big shareholders control the firm, the more possibility there exists RPTs.
After our capital market entering the era of full circulation, the relationship between the ratio of the controlling shareholder and the related party transaction presents an inverted "U" shape curve, which means that it exits a typical "Grab-synergy" effect (Maury & Pajuste, 2005; Zengquan, Zheng & Zhiwei, 2004) . When the share ratio of big shareholder is low, he chooses to grab the private controlling benefit to realize his controlling interest. On the contrary, as the increase of share ratio, big shareholders tend to supervise the managers to achieve the sharing controlling benefit.
Based on the Human nature theory, the influence of related party transaction is neutral. To study clearly, we assume that RPTs occurred between the big shareholder and the listed companies are harmful to the interest of our small investors. According to the last empirical test outcome, we can accept or overthrow the assumption at last. This paper therefore establishes the following hypotheses:
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When there are multiple large shareholders, competition forced the large shareholders to make a commitment to minority shareholders to maximize the firm's profit, which is an effective way of inhibiting RPTs. The deeper equity restriction is, the better the firm's performance is (Maury & Pajuste, 2005) . The second hypothesis is as follow:
H2: The deeper the extent of equity restriction existed among the shareholders, the less of the RPTs exist.
Considering the special social background of the state-owned listed companies, the ever "capital constraint" degenerates into "blood transfusion" behavior engaged in RPTs with the listed companies. Therefore, we have come to the third hypothesis:
H3: Compared with non-state-owned enterprises, the largest shareholder of state-owned enterprises tends to choose RPTs to realize its private controlling benefits.
Experience has shown that the better external market environment, the more fierce competition and regulations can largely restrict big shareholders' private interest grabbing behaviors (Cheung et al., 2006) . Consequently, we propose the following hypothesis:
H4: The better the external market environment can reduce large shareholders' grabbing benefit more effective.
According to H3, if state-owned shareholders is more inclined to grab the private benefits by means of RPTs compared with non-state shareholder, the improvement of external market environment have a stronger restriction to state-owned shareholders' grabbing behavior. On the basis of assumption 4, we put forward a sub-hypothesis:
H4a: Compared with non-state shareholder, the improvement of external market environment has a stronger restriction to state-owned shareholders' grabbing behavior As we discussed in the introduction, two conflicting views are considered when examining RPTs. Some consider RPTs as value creating transactions and a tool of reducing the relative costs, while others consider them a means of expropriating firm's resources. How about the different property nature of the big shareholders? Theoretically, the state-owned shareholders owing to its special background have a motivation to associate with RTPs. Accordingly; we get the following two hypotheses:
H5: State-owned shareholders who associated with RTPs with listed company is likely to expropriate, while non-state-owned shareholders engaged in RPTs probably for reducing transaction costs. we get the sample comprised 242 Chinese listed companies. In addition, the ownership structure data, industry and provincial data are from the Genius database, statistical database of regional GDP data from a research (Gang, Xiaolu & Henpeng, 2011) of China Economic Information Network, the market environment.
Variables and Empirical Models

Dependent Variables
RPT is a neutral market behavior. As long as the prices of RPTs are fair and information is disclosed timely, RPTs are legal and accepted. However, the fact of Chinese listed companies is that large shareholders transfer firm's assets in the name of RPTs. Based on the study of Feng, Jiangnag and Minghai (2004) , here RPTs mainly focus on the buying and selling assets between large shareholders and listed companies.
Independent Variables
Independent Variables are divided into three categories that is ownership structure, director characteristics and market environment.
Control variables
Control variables include assets scale (LnAsset), asset-liability ratio (Debt), the four audit committee (Audit) and year variable (year).
Specific definitions were in Table 1 .
To test the "inverted U-shaped" relationship between controlling shareholders and RPTs from the full sample observation, we used the following model (1)： 
Empirical Findings
In order to avoid multicollinearity problems, we adopt Pearson method to test the correlation coefficient between the independent variables. The correlation analysis results were shown in From table 3, share ratio of the largest shareholder, ratio of directors appointed by controlling shareholders, state-owned shareholder, asset scale, and asset-liability ratio is positively associated with the possibility of the RPTs. This means that the higher the relatively indicator, the more possibility engaged with RPTs undertaken by Chinese listed companies. In addition, there is a negative relationship between equity restrictions, environment of law is negatively associated with the RPTs. Although the improvement of law environment and structure balance has an effect on restricting the RPTs, the outcome is limited. Note: Data in the first line are coefficient; Data in the second line are P value. ***, **, indicate significance at the level of 1% and 5%
Regression Analysis
respectively. Subsample 1 (＜30%) means the proportion of the largest shareholder is less than 30%, similarly, subsample 2 (≥30%) is more than 30%. (1), (2) -982-Journal of Industrial According to result (i), coefficient of Top1 is positively significant at the level of 5%. This means when the share proportion of the largest shareholder is less than 30%, RPTs undertaken between controlling shareholder and listed companies increased as the increase of the share ratio of big shareholders. On the contrary, when that is over30%, RPTs lessened seeing result (ii). Checking the whole sample (iii), the coefficient of Top1 2 is -0.624. Just as we expected, the relationship between the ratio of the control shareholder and RPTs presents an inverted "U" shape curve. In another word, there indeed exit a typical "Grab-synergy" effect.
Consequently, H1 are supported. Analyses similarly, we find both H3 and H4 are supported according to table 4.
Property Rights and Large Shareholders Behavior Selection
RTPs should not be any that a bad thing. It is neutral by nature. After the Non-tradable Shares Reform, whether different property rights of controlling shareholders associated with RPTs will lead to different effect on the firm performance? Next we will discuss the answer to this question. When the ultimate controlling shareholders are state-owned, there is a negative relationship between RPTs and the performance of listed companies, significant at the 1% level. However, when Non-state-owned, that is a significant positive relationship. Separation factor is not significantly associated with the firm performance both in two subsamples. A plausible explanation for this is that entering the era of full share circulation, either state-owned or Nonstate-owned, the separation of voting rights from cash-flow rights has improved a lot.
Conclusion
Based on the RPTs data between 2007 and 2010, we analyze the large shareholder's expropriating behavior. The following conclusions were drawn.
First of all, when the share proportion of the largest shareholder is low (say less than 30%),
RPTs undertaken between controlling shareholder and listed companies increased as the increase of the share ratio of big shareholders. Firms are exposed to an entrenchment problem, which is a situation where the dominant shareholders have the power to use the firm -983-Journal of Industrial Engineering and Management -http://dx.doi.org/10. 3926/jiem.778 in the pursuit of their own interests rather than the interests of all shareholders. While big shareholder tends to supervise the managers to achieve the sharing controlling benefit when that ratio is big enough.
Secondly, compared to non-state-owned shareholders, state-owned shareholders are more apt to achieve their private benefits by means of RPTs. This is an institutional background of lessening state-owned shares holding. Sound external market environments especially the law environment help to curb the controlling shareholder's grab behavior. Therefore, the improvement of law environment is more helpful to restrict state-owned shareholders' RPTs compared with that of non -state-owned shareholders.
Thirdly, larger companies are more inclined to associate with RPTs with listed firms. The bigger the separation between voting and cash-flow rights, the smaller the controlling shareholders' expropriation cost. For this reason, the independent director system is introduced to our capital market. However, its effect is too far from our expectation.
Finally, empirical studies have found that different property nature have different reaction.
Because state-owned companies have more social burden, they will expropriate minority shareholders' interests through RPTs. The state-own companies associated with RPTs mostly want to pursue their private interests. In contrast, non -state owned businesses are engaged in RPTs expecting to save transaction cost.
